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ABSTRACT 


In  1971,  cash  receipts  from  sales  of  U.S.  livestock  amounted  to  $19.3 
billion  for  marketing  nearly  60  million  head  of  cattle  and  calves,  100  million 
hogs,  and  over  14  million  head  of  sheep  and  lambs.   Marketing  costs  were  esti- 
mated at  $561  million — 2.9  percent  of  livestock  value  and  up  $130  million 
from  1966  benchmark  costs.   Direct  sales  of  slaughter  stock  accounted  for 
nearly  three- fourths  of  total  marketing  costs;  marketing  of  nonslaughter 
animals,  about  one-fourth;  and  terminal  and  auction  charges,  about  one- tenth. 
Marketing  costs  nationally  averaged  $3.20  per  animal  unit  for  all  livestock, 
all  agencies,  and  all  regions  in  1966.   In  1971  the  average  cost  was  estimated 
at  about  $3.76  per  animal  unit.   This  study  examines  cost  differences  among 
agencies  in  relation  to  varying  livestock  volume  handled  and  marketing  services 
furnished. 


Keywords:   Livestock,  Marketing,  Cost  structure,  Auctions,  Terminal  markets 
Marketing  margins. 
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PREFACE 


Data  on  livestock  volume,  frequency  of  marketings,  value,  and  marketing 
costs  are  summarized  from  about  10,500  annual  reports  filed  in  1967  and  1968 
by  regulated  marketing  agencies  and  dealers  reporting  their  1966  operations 
to  the  Packers  and  Stockyards  Administration  (P&SA)  ,  "U.S.  Department  of  Agri- 
culture.  Compiling  the  data  for  later  analysis  was  time  consuming  and 
complicated  by  the  variety  of  reporting  forms  used  by  the  different  firms: 
transcription  could  not  be  commenced  until  P&SA  had  completed  its  administra- 
tive audits  several  years  after  the  reporting  period.   Despite  the  delay  in 
publication,  the  information  compiled  provides  benchmark  estimates  of  livestock 
marketing  costs  for  comparison  with  current  costs.   Care  has  been  taken  to 
avoid  disclosure  of  individual  firm  operations. 

Although  general  estimates  were  developed  in  1965  for  the  National 
Commission  on  Food  Marketing,  this  is  the  first  overall  study  of  the  size  and 
cost  of  the  livestock  marketing  industry. 
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SUMMARY 


Livestock  marketing  costs  represent  a  substantial  portion  of  each  dollar 
spent  for  meat  at  retail.   In  1971,  these  costs  totaled  about  $561  million, 
or  about  2.9  percent  of  cash  receipts  from  livestock  sales.   Hauling  and  trans- 
portation charges  and  expenses  are  not  included.   Of  the  total,  terminal  and 
auction  charges  for  slaughter  animals  accounted  for  $59  million;  direct  sales 
of  slaughter  animals,  $356  million;  and  nonslaughter  marketings — mostly  feeder 
animals — $145  million. 

Cattle  and  hog  marketings  have  trended  upward  since  the  mid-1960' s.   Calf 
marketings  have  remained  fairly  steady,  while  sheep  and  lamb  marketings  have 
declined.   Direct  meatpacker  purchases  of  fed  cattle  have  shown  the  sharpest 
increase,  reducing  the  share  moving  through  both  terminals  and  auctions. 
Excluding  interfarm  sales,  1971  marketings  totaled  nearly  60  million  cattle 
and  calves,  nearly  100  million  hogs,  and  over  14  million  sheep  and  lambs. 
Cash  receipts  from  sales  of  these  livestock  totaled  about  $19.3  billion  in 
1971. 

In  comparison,  in  1966 — the  benchmark  year  on  which  these  estimates  are 
based — about  57.5  million  cattle  and  calves,  76.5  million  hogs,  and  16.5 
million  sheep  and  lambs  were  marketed  through  dealers  and  regulated  marketing 
agencies,  at  a  cost  of  about  $381  million.   Meatpackers  also  reported  direct 
purchases  at  farms,  feedlots,  and  buying  stations  of  about  7  million  cattle, 
1.5  million  calves,  23.1  million  hogs,  and  4.3  million  sheep  and  lambs.   Total 
cash  receipts  were  $14.8  billion. 

Ratios  of  marketings  to  slaughter  in  1966  ranged  from  a  low  of  1.10  for 
hogs — indicating  that  most  hogs  are  fed  out  to  market  weight  on  farms  where 
they  are  farrowed — to  a  high  of  2.33  for  calves  and  2.24  for  cattle.   (Beef 
animals  are  generally  resold  at  least  twice — as  calves  or  stockers  and  feeders, 
and  again  as  fed  stock. )   Ratios  of  marketings  to  slaughter  for  sheep  and  lambs 
averaged  1.94.   Between  pasture  and  packer,  sheep  and  lambs  were  usually 
marketed  less  frequently  than  cattle  or  calves  but  more  frequently  than  hogs. 

The  study  compares  marketing  costs  per  animal  unit  (one  head  of  cattle, 
two  calves,  three  hogs,  or  five  sheep  and  lambs)  for  all  marketing  agencies 
and  regions.   In  1971,  average  marketing  costs  per  animal  unit  were  estimated 
at  about  $3.76.   In  1966,  these  costs  averaged  $3.20,  ranging  from  a  low  of 
$2.45  at  auctions,  through  $3.13  at  terminals  ($1.49  for  handling  plus  $1.64 
for  commission- firm  selling),  to  $6.24  at  dealers.   Regionally,  marketing 
costs  per  animal  unit  in  1966  were  lowest  in  the  Southwest  ($1.86)  and  highest 
in  the  Northeast — Mid-Atlantic  region  ($6.70).   In  the  Southeast,  East  North 
Central,  and  West  North  Central  regions,  costs  were  about  $3  per  animal  unit. 
The  Corn  Belt  and  the  Southwest  accounted  for  three- fourths  of  total  marketings. 


Of  the  nearly  105  million  total  animal  units  handled  hy  dealers  and  regulated 
marketing  agencies,  about  46  percent  were  marketed  at  auctions,  32  percent 
through  dealers,  and  22  percent  at  terminals. 

There  were  regional  differences  in  the  relative  volumes  of  cattle,  hogs, 
and  sheep  marketed.   Relative  volumes  differed  also  among  dealers  and  various 
types  of  marketing  agencies  with  the  services  provided,  density  of  livestock 
available  for  sale,  and  purpose  of  the  sale — whether  assembling  for  feeding 
or  concentrating  for  slaughter.   These  factors,  as  well  as  differences  in 
operating  costs  for  firms  due  to  scale  or  regional  differences  in  wages  and 
other  costs,  contributed  to  the  variation  among  regions  and  among  dealers  and 
other  marketing  agencies  in  marketing  cost  per  animal  unit. 

The  U.S.  livestock  marketing  system  for  the  1966  base  year  totaled  about 
8,800  firms — approximately  6,600  dealers,  1,800  auctions,  42  terminals,  and 
330  commission  firms — and  they  filed  about  10,550  reports  covering  their  various 
types  of  marketing  activity.   Firms  reporting  multiple  operations  reflect  the 
flexibility  of  the  livestock  marketing  system.   About  one-tenth  of  the  dealers 
reported  order-buying  operations  as  well  as  buying  and  selling.   One-fourth 
of  the  auctions  reported  additional  dealer  operations.   Most  auctions  and 
commission  companies  reported  some  supplementary  order  buying,  although  the 
volume  was  usually  minor  compared  with  their  principal  operations. 
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COST  OF  MARKETING  U.S.  LIVESTOCK  THROUGH  DEALERS  AND  PUBLIC 

AGENCIES 

By 

Donald  B.  Agnew 
Agricultural  Economist 
Marketing  Economics  Division 
Economic  Research  Service 


INTRODUCTION 

A  substantial  portion  of  the  retail  price  of  meats  goes  for  marketing 
costs  and  services.   In  recent  years,  farmers  received  63  to  65  cents  of 
each  dollar  spent  for  beef  at  retail  and  52  to  57  cents  of  that  spent  for 
pork  and  lamb.  1/  Marketing,  processing,  and  retailing  costs  absorbed  the 
rest. 

The  marketing  system  for  meats  comprises  three  major  segments — marketing 
livestock,  dressing  fresh  meats,  and  distributing  and  retailing  meat  cuts  to 
consumers.   Marketing  livestock  involves  a  series  of  successive  exchanges, 
and  various  agencies  perform  a  variety  of  marketing  functions.   They  may 
assemble  and  transport,  house  and  feed,  and  arrange  sale  and  loading  of 
feeder  stock  and  fed  stock  ready  for  slaughter.   They  may  buy  and  sell — or 
bring  together  buyer  and  seller — at  auctions  and  terminals,  buying  stations, 
feedlots,  and  packing  plants. 

Farm- to- re tail  marketing  costs  include  marketing  fed  livestock,  payments 
to  meatpackers  for  dressing  and  cutting  (and  for  pork,  much  additional 
processing),  shipping  to  consuming  centers,  delivery  to  retail  stores,  and 
instore  retail  cutting,  packaging,  and  selling  to  consumers. 

Price  spreads  between  farmers  and  consumers  are  useful  indicators  of 
levels  and  trends  in  overall  marketing  costs.   For  both  beef  and  pork,  farm- 
retail  spreads  per  pound  liveweight  increased  from  1966  to  1971 — for  Choice 
beef,  from  13.1  cents  per  pound  (or  about  $147.38  per  head)  in  1966  and  1967 
to  about  16.1  cents  per  pound  ($181.26  per  head)  in  1970  and  1971;  for  pork, 
from  about  15.9  cents  per  pound  ($37.36  per  head)  to  about  19.4  cents  per 
pound  ($45.59  per  head)  during  the  same  period.   For  sheep  and  lamb,  overall 


1/   A  1,000-pound  steer  selling  at  about  $30  per  hundredweight,  liveweight, 
yields  about  430  pounds  of  cuts  sold  from  the  retail  store  meat  case.   Thus, 
the  net  farm  value  of  the  retail  meat  (less  byproducts  not  sold  as  meat) 
averaged  about  65  cents  per  retail  pound.   In  1971,  retail  price  of  the 
various  beef  cuts  in  a  Choice  grade  steer  averaged  $1.04  per  pound;  by  mid- 
1972,  price  had  increased  about  10  percent. 


marketing  spreads  increased  from  about  15.4  cents  per  pound  ($15.76  per  head) 
in  1966  and  1967  to  about  20.2  cents  per  pound  ($20.81  per  head)  in  1970  and 
1971.   (For  these  calculations,  liveweight  per  head  averaged  1,125  pounds  for 
Choice  steers,  235  pounds  for  hogs,  and  103  pounds  for  sheep  and  lambs. 
Because  of  weight  lost  in  processing,  marketing  spreads  average  about  twice 
as  high  per  retail  pound.) 

This  study  focuses  on  cost  of  marketing  livestock,  including  both 
intermediate  marketing  for  finish  feeding  and  final  marketing  of  fed  stock 
for  slaughter.   It  examines  trends  in  recent  years  in  the  volume  and  value  of 
livestock  marketed  and  the  relative  volume  of  meatpackers'  purchases  from 
various  market  sources.   Costs  are  based  on  an  indepth  1-year  study  of  live- 
stock marketings  through  auctions,  terminals,  commission  firms,  and  dealers. 
Animal  numbers,  value,,  and  marketing  costs  are  shown  separately  and  by  region 
for  cattle,  calves,  hogs,  sheep  and  lambs. 


TRENDS  IN  COSTS  OF  LIVESTOCK  MARKETINGS,  1966-71 

Cattle  and  hog  marketings  (excluding  interfarm  sales)  have  trended 
upward  since  the  mid-1960' s;  calf  marketings  have  remained  fairly  steady;  and 
sheep  and  lamb  marketings  have  declined  (see  table  1).   Cash  receipts  from 
these  sales  of  livestock  have  exhibited  somewhat  different  patterns.   The 
upward  trend  in  cattle  and  calf  prices  coupled  with  expanded  marketings 
increased  cash  receipts  from  cattle  and  calves  almost  50  percent  during 
1966-71.   However,  the  variable  prices  associated  with  the  hog  cycle  held 
cash  receipts  to  hog  producers  rather  steady  despite  the  rise  in  marketings. 
Higher  sheep  and  lamb  prices  offset  the  decline  in  marketings  to  hold  cash 
receipts  steady. 

Meatpackers'  purchases  of  livestock  for  slaughter  accounted  for  nearly 
three- fourths  of  these  marketings  (exclusive  of  interfarm  sales).   With  the 
exception  of  calves  sold  for  slaughter  (a  minor  portion  of  livestock  slaughter) 
over  two- thirds  of  the  purchases  for  slaughter  were  either  made  direct  by 
packers  or  through  country  dealers.   Trends  in  the  movement  of  livestock  to 
packers  are  shown  in  table  2.   Since  1966,  meatpacker  purchases  of  cattle  as 
"directs"  have  shown  the  sharpest  increase,  compared  with  calves,  hogs,  and 
sheep.   This  change  to  direct  purchases  of  cattle  has  reduced  the  portion 
moving  through  both  terminals  and  auctions.   The  percentage  of  calves,  hogs, 
and  lambs  moving  to  slaughter  via  auction  has  remained  rather  stable  since 
1966;  but  direct  procurement  has  been  at  the  expense  of  terminals. 

Detailed  data  showing  marketing  charges  made  by  livestock  marketing 
agencies  are  developed  later  in  this  report.   Since  most  charges  of  terminal 
and  auction  markets  are  regulated  by  the  Packers  and  Stockyards  Administra- 
tion (P&SA) ,  U.S.  Department  of  Agriculture,  any  increase  in  charges  made 
by  these  marketing  agencies  requires  prior  approval.   Therefore,  the  increase 
in  these  charges  since  1966  has  been  slower  than  the  general  increase  in 
livestock  prices. 

Assuming  that  (1)  costs  of  direct  procurement  by  packers  are  near  those 
of  all  livestock  sold  through  public  agencies  (2.9  percent  of  cash  receipts 


Table  1 — Volume  and  value  of  U.S.  livestock  marketings,  1966-71 


Livestock 

1966  ; 

1967 

;  1968  ; 

1969 

: 

1970  ; 

1971 

Mill 

ions  1/ 

Cattle 

45.1 

44.7 

45.8 

45.6 

46.9 

47.6 

Calves               : 

12.4 

12.3 

12.5 

12.4 

12.0 

12.0 

Hogs 

76.5 

85.0 

87.9 

88.3 

87.1 

98.6 

Sheep  and  lambs 

16.5 

16.9 

15.7 
Billion 

14.9 
dollars 

2/ 

14.5 

14.4 

Cattle  and  calves 

:   10.4 

10.5 

11.2 

12.6 

13.7 

15.0 

Hogs 

:   4.1 

3.8 

3.8 

4.6 

4.6 

4.0 

Sheep  and  lambs 

.3 

.3 

.3 

.3 

.3 

.3 

Total 

:   14.8 

14.6 

15.3 

17.5 

18.6 

19.3 

1/   Excludes  interfarm  sales. 

2/  Receipts  from  marketings  and  value  of  farm-slaughtered  meats. 

Source:   Livestock  and  Meat  Statistics,  USDA  Statis.  Bui.  333,  tables  40- 
42.   (Annual.) 


in  1966) ,  and  (2)  this  ratio  of  cash  receipts  to  marketing  costs  has  continued 
since  1966,  the  data  in  tables  1  and  2  can  be  used  to  estimate  marketing  costs 
for  slaughter  and  nonslaughter  sales  (excluding  interfarm  sales)  over  time. 
(See  table  3.)   Estimates  differ  somewhat  for  the  total  cost  of  marketing 
livestock,  as  shown  in  tables  3  and  6,  since  no  adjustments  were  made  in 
table  6  to  cover  incomplete  totals  where  full  details  were  not  available. 

Total  estimated  marketing  costs  shown  in  table  3  are  based  on  2.9  percent 
of  the  cash  receipts  reported  in  table  1.   The  estimate  of  the  marketing  costs 
associated  with  slaughter  livestock  moving  through  terminals  and  auctions  is 
based  on  the  packer  procurement  data  converted  to  an  animal  unit  basis  and  the 
terminal  and  auction  marketing  charges  per  animal  unit  (see  table  7).   Costs 
for  nonslaughter  marketings  are  estimated  by  deriving  the  ratio  of  all  animal 
units  purchased  by  packers  (table  2)  to  all  animal  units  marketed.   This  ratio 
was  quite  stable,  ranging  only  from  0.74  to  0.76  for  1966-71.   These  calcula- 
tions allowed  the  marketing  costs  for  slaughter  animals  purchased  directly 
to  be  derived  as  a  residual.   Although  these  estimated  marketing  charges 
reported  in  table  3  are  aggregative  and  rely  upon  the  assumptions  stated, 
they  serve  to  point  up  trends  since  the  benchmark  period. 
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Table  3 — Estimated  U.S.  livestock  marketing  costs,  1966-71  1/ 


Slaughter  lives 

tock 

.   Nonslaughter 
marketings 

J 

Year 

:  Sold  through  terminals 
and  auctions  2/ 

.   Direct 

:  Total  1/ 

Million  dollars 

1966 

76 

242 

113 

431 

1967 

73 

241 

107 

421 

1968 

70 

260 

115 

445 

1969 

65 

319 

123 

507 

1970 

60 

341 

140 

541 

1971 

59 

356 

146 

561 

1/   Excludes  interfarm  sales. 

2/  Includes  commission  firm  charges  at  terminals. 


COST  OF  MARKETING  LIVESTOCK  THROUGH  PUBLIC  AGENCIES,  1966 


Number  of  Livestock  Marketed  and  Frequency  of  Marketings 

The  U.S.  meatpacking  industry  in  1966  dressed  out  33.7  million  cattle, 
6.6  million  calves,  74  million  hogs,  and  12.7  million  sheep  and  lambs.   Most 
livestock  went  to  market  more  than  once  (table  4).   About  82  million  hogs  were 
marketed,  compared  with  74  million  slaughtered.   Most  hogs  were  fed  to  market 
weights  on  the  farms  where  they  were  farrowed,  and  total  feeder  pig  and  other 
intermediate  sales  were  about  20  percent  of  total  marketings.   But  for  both 
cattle  and  calves,  total  marketings  ran  more  than  twice  as  large  as  total 
slaughter.   These  figures  reflect  necessary  marketings  and  ownership  changes 
between  specialized  production  and  feeding  enterprises,  mainly  in  different 
regions,  for  example,  between  western  ranches  (or  southern  cow-calf  farms) 
and  the  Corn  Belt  farm-feeders  or  Plains  States  large-scale  feedlots.   For 
sheep  and  lambs,  the  ratio  of  total  marketings  to  slaughter  is  larger  than 
for  hogs,  but  smaller  than  for  cattle  and  calves.   Many  lambs  carry  enough 
weight  and  finish  to  be  ready  for  slaughter  as  they  come  off  grass,  but  others 
are  sold  to  feeders  for  additional  finishing. 

Many  livestock  marketings  (except  hogs)  seem  to  be  intermediate-stage 
transactions  when  young  stock  are  moved  to  feeding' areas,  principally  via 
terminal  markets  and  feeder  buyers.   Market  News  reports  show  a  volume  of 
stocker  and  feeder  movements  via  organized  markets  (shipped  from  40  terminal 
markets  plus  those  received  direct  in  Corn  Belt  States)  amounting  to  only 
8.1  million  cattle  and  calves  and  2  million  sheep  and  lambs  in  1966.   These 
data  suggest  that  a  large  volume  of  intermediate-stage  livestock  transfers 


Table  4 — Estimated  number  of  livestock  marketed  and  slaughtered,  1966  1/ 


Number  marketed 

Number 
slaughtered 

:  Ratio  of 
:  marketings 
:    to 
:  slaughter 

:  Excess 

Livestock 

: Through  dealers : Confirmed 
: Total:  and  regulated  :  packer 

:market  agents^./  rdirectsJ/ 

: marketings 

:    to 

:  slaughter 

— Millions 

Millions 

Cattle 

•  75.4      68.4 

4/7.0 

33.7 

2.24 

41.7 

Calves 

:  15.4      13.9 

1.5 

6.6 

2.33 

8.8 

Hogs 

81.4      58.3 

23.1 

74.0 

1.10 

7.4 

Sheep  and 
lambs 

24.7      20.8 

4.3 

12.7 

1.94 

12.0 

1/    Includes  inter farm  sales. 

2/  Excludes  through  shipments  and  packer  direct  purchases  handled 
sold  at  terminals. 

_3/  Compiled  from  weekly  reports  of  Livestock  Market  News,  Consum. 
Serv.  (now  Agr.  Mktg.  Serv. ) ,  USDA. 

kj   Slaughter  steers. 


but  not 

and  Mktg. 


between  grass  and  grain  occurs  at  auctions  and  through  dealer  activity.   This 
is  in  addition  to  the  apparently  subtantial  order  buying  of  fed  stock  for 
packers  by  dealers  and  others  (table  5). 

Direct  purchases  at  farms,  feedlots,  and  buying  stations  represented  a 
rather  sizable  percentage  of  packers'  total  slaughter  volume  in  1966 — one- 
third  of  the  hogs  and  sheep  and  one-fourth  of  the  cattle  and  calves  (table  4). 
These  purchases  constituted  a  substantially  smaller  percentage  of  total 
livestock  marketings,  however.   Packers'  purchases  in  the  country  (direct 
purchases  plus  order  buying  by  dealers)  were  reportedly  half  or  more  of  their 
total  purchases  for  slaughter  in  1966  (table  5).   Subtracting  packers' 
confirmed  direct  purchases  from  total  packers'  purchases  off  the  market,  it 
is  estimated  that  about  half  the  total  were  direct  and  about  half  were  through 
order  buyers.   In  a  later  section,  marketing  cost  is  summarized  for  livestock 
marketing  transactions,  including  purchases  through  order  buyers;  and  estimates 
of  total  marketing  cost  are  shown  for  all  livestock  marketed  through  dealers 
and  regulated  markets.   These  estimates  exclude  direct-buying  cost  for  packers' 
direct  purchases  made  by  their  own  employees,  although  the  volume  of  these  can 
be  estimated  as  shown  in  table  5.   No  data  were  available  on  cost  to  packers 
of  purchasing  livestock  at  buying  stations  or  through  their  own  buyers. 


Value  of  Livestock  Marketed  and  Cost  of  Marketing 

Excluding  packers'  direct  purchases,  the  value  of  livestock  handled  by 
the  U.S.  livestock  marketing  system  in  1966  is  estimated  at  about  $13.4 
billion,  and  the  cost  of  all  marketing  services  (including  dealer  activities) 
at  $380.9  million.   Thus,  total  marketing  cost  (excluding  hauling)  is  estimated 


Table  5 — Meatpackers'  livestock  purchases  by  origin,  1966 


Total 

:  Terminals 

:          :    Direct 

and  country  dealers  1/ 

Livestock 

:  Auctions  :  m 

.  Total 

[  Direct  2/  [  Order  buyers 

Millions 

Cattle 

30.5 

9.4 

6.0     15.0 

7.0          8.0 

Calves 

:   6.2 

1.0 

3.1      2.1 

1.5           .6 

Hogs 

69.0 

15.3 

10.5     43.3 

23.1         20.2 

Sheep  and 

lambs 

12.8 

2.8 

1.7      8.3 

4.3          4.0 

1/   Packers  and  Stockyards  Admin. 
2/  Livestock  Marke t  News. 


at  about  2.9  percent  of  the  value  of  livestock  marketed  (table  6).   Firms 
reporting  expense  breakdown  showed  a  total  cost  of  $370.3  million,  with 
yardage,  feed,  and  bedding  estimated  at  about  $88.5  million,  roughly  one- 
fourth  of  the  total;  and  selling  and  handling  charges  at  about  $278  million 
or  three- fourths  of  the  total.   The  remainder — hauling  cost  to  market — was 
reported  separately  by  only  a  few  firms.   Hence,  no  separate  estimate  of 
these  charges  was  made.   Although  many  dealers  and  some  auctions  furnished 
hauling  service,  most  hauling  was  provided  by  independent  dealers  not 
reporting.   Hauling  costs  reported  were  thus  incomplete  and  were  excluded. 

Variations  in  Marketing  Costs 

Dealers'  margins  represent  about  one-half  ($193  million)  of  the  total 
marketing  costs  and  charges  reported  by  all  dealers  and  regulated  agencies; 
auction  market  charges  amounted  to  more  than  one-fourth  ($103  million).   Costs 
incurred  for  livestock  marketed  through  terminals  were  about  one-eighth 
($53  million)  of  the  total  for  all  agencies.   Costs  at  terminals  included 
approximately  $35.1  million  for  terminals  handling,  feeding,  and  bedding 
livestock,  and  $25.6  million  for  commission  firms  handling  sales.   These 
varying  total  costs  were  due  largely  to  differences  in  the  type  of  marketing 
services  furnished. 

Variations  in  Livestock  Volume 


Relative  allocation  of  total  marketing  costs  for  livestock  handled 
varied  considerably  among  dealers  and  marketing  agencies.   This  variation 
was  related  partly  to  the  kinds  and  numbers  of  livestock  handled  and  partly 
to  the  differing  marketing  services  provided  (tables  7  and  8).   Number  and 
location  of  dealers  and  other  marketing  agencies  were  related  to  density  of 
livestock  production  and  marketing  in  various  areas.   Thus,  1,800  auctions 
scattered  throughout  principal  livestock-producing  States  served  an  important 
assembling  function  at  the  first-market  level.   Auctions  handled  nearly  half 
the  total  reported  marketings  of  cattle,  calves,  and  sheep  and  lambs,  but 
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less  than  one- third  of  the  hogs.   The  42  terminals  served  an  important  concen- 
tration-dispersion function  for  accumulating  large  numbers  of  stockers  and 
feeders  as  well  as  handling  fed  stock  for  slaughter;  terminals  handled  about 
one- third  of  total  marketings  for  hogs,  one-fourth  for  cattle,  one-fifth  for 
sheep  and  lambs,  and  one-eighth  for  calves.   There  were  300  commission  firms 
handling  buying  and  selling  activities  at  terminals  (and  some  country  trans- 
actions).  The  6,600  dealers — some  operating  on  the  terminal  markets  and  the 
rest  at  auctions  or  in  the  country — bought  and  sold  livestock  at  the  farm, 
at  auction  markets,  and  at  terminals;  some  of  their  buying  was  done  for  packer 
accounts,  some  to  other  orders,  and  some  for  their  own  account.   Dealers 
provide  linkage  between  farmers  and  feeders,  between  sellers  and  packers,  and 
between  country  and  concentration  or  slaughter  points;  many  furnish  transpor- 
tation as  well  as  assembly  services.   In  1966,  dealers  handled  nearly  one-half 
of  the  total  hogs  marketed  and  one-third  of  the  cattle  and  calves,  sheep  and 
lambs . 

Variations  in  Livestock  Marketing  Services  Furnished 

Cost  of  marketing  livestock  varied  among  dealers  and  market  agencies  with 
the  nature  of  services  furnished  and  the  factors  affecting  cost  to  provide 
these  services,  such  as  size.   2/   In  addition  to  handling  varying  volumes, 
dealers  and  market  agencies  provide  different  marketing  services.   These  range 
from  (1)  arranging  sale  transactions  on  commission  by  firms  handling  only  the 
selling  transactions,  mainly  for  livestock  marketed  at  terminals,  (2)  fur- 
nishing physical  services  (pens,  feed,  and  bedding),  by  terminal  markets, 
(3)  furnishing  both  facilities  and  selling  services  by  auctions,  and  (4) 
buying  and  selling  by  dealers  to  assemble  lots  of  livestock  and  distribute 
them  among  next-stage  buyers.   Both  auctions  and  dealers  handle  the  animals 
being  sold  although  they  are  compensated  largely  in  different  ways — auctions 
by  direct  charges,  dealers  by  margins  between  gross  expenses  and  gross  income. 
However,  both  auctions  and  dealers  may  also  be  reimbursed  by  commissions  per 
head  on  any  order-buying  activities.   The  distribution  of  livestock  numbers 
incurring  varying  kinds  of  marketing  service  costs,  as  calculated  in  these 
different  ways,  is  shown  in  table  8. 

Terminal  Markets 

Terminals  provide  three  categories  of  marketing  services  for  livestock: 
(1)  consignment  for  sale,  (2)  delivery  direct  to  adjoining  packers,  (3)  loading 
and  unloading  on  through  rail  shipments  (table  9).   Over  90  percent  of  the 
livestock  at  terminals  arrived  by  truck  in  1966. 

Approximately  three-fourths  of  the  livestock  moving  through  terminals 
were  consigned  for  sale.   The  others  represented  livestock  already  purchased 
in  the  country  by  meatpackers  and  being  unloaded  for  driving  through  ramps 


2/  Dealers'  buying  and  selling  constitute  marketing  services  as  an  activity 
in  the  marketing  system,  even  though  differing  somewhat  in  concept  from  those 
services  furnished  by  the  regulated  agencies  at  a  cost  to  owners  of  the  live- 
stock being  marketed. 
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Table  9 — Livestock  received  at  terminal  markets  by  truck  and  rail  for  sale, 
direct  delivery  to  packers,  and  through  shipments,  1966 


Livestock  and 
mode  of 
shipment 

Consigned    [ 
for  sale    \ 

Direct  to 
packer 

Through 
shipments 

:   Total 

Thousands 

Cattle : 
Rail 
Truck 

198 
:    10,735 

70 
2,447 

478 

4 

746 
13,226 

Calves : 
Rail 
Truck 

36 
1,455 

5 
221 

95 

136 
1,676 

Hogs: 

Rail 
Truck 

22 
15,816 

86 
4,565 

1 

,450 

1 

1,558 
20,383 

Sheep  and 
lambs : 

Rail       : 
Truck 

131 
3,471 

67 
512 

561 
6 

759 
3,989 

—  =  Not  reported. 


to  packing  plants  adjoining  the  markets.  3/  Through  shipments,  arriving  almost 
entirely  by  rail,  amounted  to  only  7  percent  of  the  hogs  received  at  terminals, 
about  4  to  5  percent  of  the  cattle  and  calves,  and  about  one-tenth  of  1  percent 
of  the  sheep  and  lambs.  Of  the  livestock  consigned  for  sale  and  those  arriving 
at  terminals  for  direct  delivery  to  packers,  rail  shipments  accounted  for  about 
5  percent  of  the  sheep  and  lambs,  2  percent  of  the  cattle  and  calves,  and  one- 
half  of  1  percent  of  the  hogs — evidence  of  the  striking  dominance  in  use  of 
motortrucks  for  shipping  livestock. 

The  amount  and  cost  of  marketing  services  differ  for  the  three  categories 
of  animals  handled  at  terminals.   Those  classed  as  direct  to  packers  require 
the  least  services.   They  are  unloaded,  penned,  and  driven  as  scheduled  to 
adjoining  meatpacking  plants.   Animals  classed  as  through  shipments  receive 
more  services.   They  are  unloaded,  penned,  bedded,  fed,  and  reloaded.   Those 
consigned  for  sale  receive  the  most  marketing  services,  including  unloading, 
penning,  bedding,  feeding,  and  the  additional  selling  activity  of  commission 
firms. 


_3/  In  addition,  a  small  and  decreasing  number  are  unloaded  from  through 
rail  shipments  for  resting,  feeding,  and  bedding  or  to  "try  the  market." 
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Terminals  provide  an  important  marketing  service  for  concentrating  and 
redistributing  livestock  coming  off  grass  but  needing  further  feeding  before 
slaughter.   In  1966,  stockers  and  feeders  moving  through  terminals  were 
reported  to  total  6.2  million  cattle  and  calves  and  1  million  sheep  and 
lambs.  4/  These  animals  represented  about  half  of  the  cattle  and  calves  and 
nearly  one-third  of  the  sheep  and  lambs  reported  at  terminals  as  consigned 
for  sale,  plus  through  shipments. 

Volume  moved  through  terminals,  although  substantial  (see  table  10),  has 
been  declining  in  recent  years.   At  terminals,  volume  direct  shipped  to 
packers  has  decreased  markedly  as  the  meatpacking  industry  has  relocated  its 
principal  slaughter  plants  closer  to  concentrated  livestock  feeding  areas. 
Declining  volume  and  increasing  costs  have  led  to  closing  of  several  terminal 
markets. 


Table  10 — Livestock  marketed  through  terminal  markets,  by  region,  1966 


Region 

Cattle 

.  Calves 

Hogs 

Sheep  and  lambs 

Animal  units  1/ 

Thousands 

Northeast  and   : 

Mid-Atlantic  : 

270 

79 

391 

56 

451 

Southeast 

93 

24 

362 

4 

226 

South  Central   : 

399 

45 

753 

12 

675 

East  North 

Central 

3,588 

440 

7,233 

573 

6,333 

West  North 

Central 

7,020 

820 

11,429 

2,869 

11,814 

Southwest 

:  1,562 

356 

574 

130 

1,957 

Mountain 

:     889 

48 

1,539 

1,035 

1,634 

Pacific  Slope 

112 

0 

101 

85 

162 

United  States 

:  13,933 

1,812 

22,382 

4,764 

23,252 

1/   Animal  unit  equivalents:   1  head  of  cattle,  2  calves,  3  hogs,  5  sheep 
or  lambs. 


4/  Livestock  and  Meat  Statistics,  USDA  Statis.  Bull.  333,  1966  Supplement, 
tables  62-63. 
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Costs  and  Regional  Differences  in  Marketing  Livestock 

For  all  livestock,  all  regions,  and  all  agencies  and  dealers,  cost  of 
marketing  livestock  (including  dealers'  margins)  in  1966  averaged  $3.20  per 
animal  unit,  excluding  hauling.   (By  1971,  the  average  cost  had  risen  to 
$3.76.)   Cost  varied  among  regions  and  among  types  of  marketing  agencies 
(table  11).   Contributing  factors  included  variations  in  volume  of  marketings, 
"consist"  or  the  proportion  that  each  type  of  livestock  comprised  of  that 
marketing  (since  part  of  the  cost  of  handling  livestock  varies  with  their 
type  and  weight),  nature  of  marketing  services  furnished,  and  the  proportion 
each  agency  handled  of  the  total  marketings  (tables  8  and  12). 

Marketing  costs  ranged  widely  about  the  $3.20  average  per  animal  unit 
for  all  livestock  and  all  agencies  throughout  the  United  States.   (Animal 
unit  equivalents  are  one  head  of  cattle  equals  two  calves,  three  hogs,  or 
fiv-_  sheep  and  lambs.)   Among  dealers  and  marketing  agencies,  average  cost 
per  animal  unit  ranged  from  $2.45  at  auctions  to  $6.24  through  dealers.   Cost 
of  marketing  via  terminals  can  be  estimated  roughly  at  about  $3.13  per  animal 
unit,  the  sum  of  $1.49  terminal  charges  for  physical  handling,  penning,  and 
feeding  plus  $1.64  commission  firm  selling  charges.  5/ 

Among  regions,  overall  marketing  cost  through  all  dealers  and  marketing 
agencies  ranged  above  $4  per  animal  unit  in  the  Northeast,  South  Central,  and 
Pacific  Slope,  to  below  $2  per  animal  unit  in  the  Southwest.   In  the  North- 
east, costs  via  dealers  and  commission  firms  were  well  above  other  regions; 
much  of  their  volume  represents  dairy  cattle  purchased  in  the  Midwest.   The 
Pacific  Slope  region  showed  higher  than  average  costs  for  auctions  and 
terminals;  the  Southeast,  higher  than  average  cost  for  auctions  and  dealers. 
Cost  through  dealers  ranged  from  above  $12  per  animal  unit  in  the  Northeast 
and  Mountain  States  to  about  $2.19  per  animal  unit  in  the  Southwest.   In  the 
Mountain  States,  dealers  accumulate  feeder  cattle  purchased  in  small  volume 
from  many  sources  for  distant  feedlots,  and  segregate  lots  that  could  feed 
out  monthly  Choice  grade  in  90-day  feeding  periods.   Many  dealers  provide 
their  own  hauling  services  in  these  areas,  handle  low  average  volume,  and 
haul  livestock  long  distances  from  farms,  ranches, or  auctions  where  they  are 
purchased  to  the  markets  where  they  are  sold.   Costs  through  auctions  ranged 
from  about  $4  per  animal  unit  in  the  South  Central  and  Pacific  States  to 
below  $1.80  per  animal  unit  in  the  Southwest  and  Mountain  States.   Terminal 
market  costs  ranged  from  above  $1.80  per  animal  unit  in  the  Southwest  and 
Pacific  States  to  below  $1.10  in  the  Mountain  and  Southeast  States.   Commis- 
sion firm  costs  ranged  from  above  $4  per  animal  unit  in  the  Northeast  States 
to  below  $1.70  in  the  South  Central,  West  North  Central,  and  East  North 
Central  States.   Regional  averages  for  terminals  and  commission  firms  cannot 
be  compared  accurately  because  of  reporting  differences.   Many  commission 
firms  operate  in  several  regions,  often  both  at  terminals  and  in  the  country, 


5/  By  1969,  marketing  costs  at  auctions  tended  to  range  closer  to  the  sum 
of  terminal  market  charges  plus  commission  costs.   This  may  reflect  generally 
increasing  livestock  prices,  since  most  auctions  charge  rates  based  on  percen- 
tage of  value,  and  most  terminals  specified  charges  per  head. 
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Table  11 — Cost  per  animal  unit  for  marketing  livestock  through  dealers  and  various  marketing 

agencies,  by  region,  1966 


Region 

Dealers 

Auctions 

Terminals 

Commission 
firms 

Average, 
all  agencies 

Dollars 

Northeast,  Mid-Atlantic 

12.83 

3.61 

1.23 

4.17 

6.70 

Southeast 

5.79 

2.30 

.69 

2.10 

3.12 

South  Central 

9.00 

3.97 

1.27 

1.67 

5.12 

East  North  Central 

4.78 

3.46 

1.58 

1.55 

2.93 

West  North  Central 

6.95 

2.18 

1.44 

1.43 

3.13 

Southwest 

2.19 

1.77 

1.86 

— 

1.86 

Mountain 

12.07 

1.39 

1.10 



3.97 

Pacific  Slope 

5.58 

4.19 

1.99 

— 

4.69 

United  States 

6.24 

2.45 

1.49 

1.64 

3.20 

—  =  Not  reported. 


Table  12 — Animal  units  of  livestock  marketed  through  dealers  and  various  marketing  agencies,  by 

region,  1966  1/ 


Region 

Dealers 

Auctions 

Terminals 

Commission 
firms 

All  agencies 

Thous 

sands 

Northeast,  Mid- Atlantic 

1,296 

1,410 

451 

449 

3,606 

Southeast 

1,826 

5,223 

226 

22 

7,296 

South  Central 

1,918 

4,198 

675 

— 

6,791 

East  North  Central 

6,681 

4,535 

6,333 

4,973 

22,522 

West  North  Central 

13,391 

16,382 

11,814 

9,819 

51,405 

Southwest 

5,348 

10,364 

1,957 

2,126 

19,795 

Mountain 

1,742 

3,642 

1,634 

— 

7,018 

Pacific  Slope 

1,584 

1,961 

162 

— 

3,708 

United  States 

:   33,781 

47,716 

23,252 

17,392 

122,141 

—  =  Not  reported. 

1/   Animal  unit  equivalents:   1  head  of  cattle,  2  calves,  3  hogs,  5  sheep  or  lambs. 
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but  they  may  report  to  a  single  P&SA  district  office,  aggregating  their  opera- 
tions in  a  form  that  does  not  allow  separation  into  individual  regional 
activities. 


Regional  Differences  in  Livestock  Marketed 

Among  regions,  livestock  numbers  marketed  through  dealers  and  regulated 
marketing  agencies  varied,  as  did  the  proportion  each  type  contributed  to  total 
marketings  (tables  12  and  13).   The  West  North  Central  region  had  the  largest 
marketings.   For  cattle,  hogs,  and  sheep ,  marketings  in  the  West  North  Central 
States  accounted  for  about  a  third  of  total  U.S.  marketings  through  dealers 
and  marketing  agencies.   For  cattle,  marketings  in  the  Southwest  and  West  North 
Central  States  each  comprised  nearly  another  third.   For  hogs,  marketings  in 
the  East  North  Central  States,  and  for  sheep ,  marketings  in  the  Southwest, 
each  comprised  about  one-fourth  of  U.S.  totals. 

Regional  differences  are  attributable  partly  to  the  varying  nature, 
organization,  and  concentration  of  livestock  raising  and  feeding.   For  cattle, 
raising  and  feeding  tend  to  be  separate  specialized  operations,  so  most  cattle 
go  through  markets  between  grass  and  grain.   Hogs,  on  the  other  hand,  are 
generally  raised  and  fed  on  the  same  farms;  most  go  to  market  only  after  being 
finished  ready  for  slaughter.   In  each  region,  cattle  furnished  the  principal 
portion  of  total  animal  units  marketed  (table  14).   This  finding  may  result 
partly  from  the  various  weightings  used  in  calculating  animal  unit  equivalents 
and  partly  from  the  differences  in  number  of  marketings  between  birth  and 
slaughter.   Another  contributing  factor  is  regional  differences  in  packers' 
direct  purchases  of  fed  cattle,  hogs,  and  sheep  at  feedlots  rather  than  through 
marketing  agencies. 


STRUCTURE  AND  REGIONAL  DISTRIBUTION  OF  DEALERS  AND  REGULATED  LIVESTOCK 

MARKETING  AGENCIES 

Data  for  this  analysis  were  drawn  from  the  approximately  8,800  regulated 
livestock  marketing  agencies  filing  reports  with  P&SA  during  1967  and  1968 
on  their  1966  operations,  incomes,  and  costs.   Table  15  shows  the  distribution 
and  activities  of  these  agencies  by  region;  tables  16-18,  aggregate  reported 
marketing  costs  and  value  of  the  livestock  marketed  by  region.   Regions  were 
defined  by  combining  areas  reporting  to  various  P&SA  district  offices,  as 
shown  in  figure  1  and  table  19. 

Dealers  totaled  about  6,000  and  represented  more  than  half  of  all  firms 
reporting;  auctions,  about  1,800,  or  one- fifth  of  the  total;  commission  firms, 
about  300;  and  terminal  markets,  42.   About  one-fourth  of  the  dealers  reported 
additional  order  buying  operations,  and  about  one-third  of  the  auctions 
reported  additional  dealer  operations;  in  both  cases,  the  supplementary 
operations  represented  minor  volume. 
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Table  13 — Percentage  of  total  livestock  marketings  through  dealers  and  marketing  agencies, 

by  region,  1966 


Region 

Cattle 

Calves 

Hogs 

Sheep  tr.d  lambs 

Percent 

Northeast  and  Mid-Atlantic 

2.6 

15.4 

1.4 

1.1 

Southeast 

6.4 

10.3 

9.0 

4.5 

South  Central 

6.7 

11.2 

3.3 

3.0 

East  North  Central 

12.2 

14.3 

33.1 

10.6 

West  North  Central 

40.3 

16.1 

49.8 

29.4 

Southwest 

21.3 

22.7 

2.2 

30.5 

Mountain 

6.6 

3.0 

.6 

13.7 

Pacific  Slope 

3.9 

7.0 

.6 

7.2 

United  States 

100.0 

100.0 

100.0 

100.0 

Table  14 — Livestock  numbers  and  total  animal  units  marketed  through  dealers  and  regulated 

marketing  agencies,  by  region,  1966  1/ 


Region 

Cattle 

Calves 

Hogs 

Sheep  and 
lambs 

Total 
animal 
units  2/ 

Thousanc 

Is 

Northeast,  Mid- Atlantic 

2,028 

2,218 

1,236 

285 

3,606 

Southeast 

4,506 

1,453 

5,640  • 

915 

7,296 

South  Central 

4,978 

1,607 

2,649 

634 

6,791 

East  North  Central 

11,911 

2,443 

26,527 

2,737 

22,522 

West  North  Central 

34,610 

3,073 

40,454 

8,870 

51,405 

Southwest 

16,149 

3,514 

1,857 

6,350 

19,795 

Mountain 

5,391 

467 

1,883 

3,827 

7,018 

Pacific  Slope 

2,769 

971 

432 

1,545 

3,708 

United  States 

:   82,342 

15,147 

80,678 

25,163 

122,141 

1/  Includes  packer  direct  purchases  at  terminals.   Livestock  volume  at  terminal  markets  is  shown 
separately  in  table  10. 

2/   Animal  unit  equivalents:   1  head  of  cattle,  2  calves,  3  hogs,  and  5  sheep  or  lambs. 
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Table  19 — Regional  groupings  of  States  by  Packers  and  Stockyards  Administration 

district  offices,  as  used  in  this  study 


Region         : 

P&SA  district  office   : 

States  included 

Northeast,  Mid-Atlantic  : 

Newark,  N.J.            : 

Maine,  New  Hampshire,  Vermont, 
Massachusetts,  Rhode  Island, 
Connecticut,  New  York,  New  Jersey, 
Pennsylvania 

Southeast 

Rosslyn,  Va. 

Delaware,  Maryland,  West  Virginia, 
Virginia 

Atlanta,  Ga. 

North  Carolina,  South  Carolina, 
Georgia,  Florida,  Alabama 

South  Central 

Memphis,  Tenn. 

Tennessee,  Arkansas,  Mississippi, 
Louisiana 

East  North  Central 

Chicago,  111.  1/ 
Indianapolis,  Ind. 

Illinois,  Wisconsin,  Michigan, 
Ohio,  Indiana,  Kentucky 

West  North  Central 

South  St.  Paul,  Minn. 

Minnesota,  North  Dakota,  South 
:  Dakota 

:  Omaha,  Nebr.  2/ 
:  Kansas  City,  Mo. 

:  Nebraska,  Iowa 
:  Missouri,  Kansas 

Southwest 

:  Ft.  Worth,  Tex. 

:  Texas ,  Oklahoma 

Mountain 

:  Denver,  Colo. 

:  Montana,  Wyoming,  Utah,  Colorado, 
:  New  Mexico. 

Pacific  Slope 

:  Huntington  Park,  Calif. 
:  North  Portland,  Oreg. 

:  Arizona,  California,  Nevada, 
:  Oregon,  Idaho,  Washington 

1/  Includes  branch  office  at  National  Stockyards,  East  St.  Louis,  111. 
2/  Includes  branch  office  at  Sioux  City,  Iowa. 
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Each  type  of  livestock  marketing  firm  was  most  numerous  in  the  three 
principal  livestock-raising  and  livestock-finishing  regions^-West  North  Central. 
Southwest,  and  East  North  Central.   These  three  regions  had  more  than  half  the 
U.S.  totals  for  all  firms.   Nearly  one-third  of  dealers  and  auctions  were 
located  in  the  principal  region,  the  West  North  Central.   This  region  had  half 
the  commission  firms  and  one-fourth  of  the  terminals.   Other  principal  live- 
stock marketing  regions  showed  substantial  numbers  of  firms  but  proportionally 
less  than  the  West  North  Central.   The  East  North  Central  region  had  about 
half  as  many  dealers,  auctions,  and  commission  firms  as  the  West  North  Central 
region  but  about  the  same  number  of  terminals.   In  the  Southwest,  their 
respective  numbers  comprised  about  one-third  of  those  in  the  West  North  Central 
States. 

The  Southeast  showed  substantial  proportions  of  total  auctions  and 
dealers,  but  relatively  few  terminals  and  commission  firms.   In  the  Mountain 
and  Pacific  Slope  regions  of  the  West  and  the  Northeast  and  Mid-Atlantic 
regions  of  the  East,  there  were  fewer  marketing  agencies,  but  more  dealers; 
dealers  and  auctions  comprised  the  bulk  of  total  firms. 

As  expected,  auctions  and  terminal  livestock  markets  showed  differences 
in  geographic  concentration.   These  differences  are  related  in  part  to  market 
function.   Many  auctions  serve  principally  as  assembly  markets  in  country 
locations  and  may  not  operate  sales  every  day  of  the  week;  auctions  are  thus 
widely  distributed  in  all  livestock-raising  areas.   Terminals  serve  principally 
as  concentration  points  for  livestock  moving  between  regions  for  finishing  or 
to  slaughter;  originally  they  were  situated  chiefly  in  major  metropolitan 
centers  where  large  packing  plants  were  located.   But  numbers  of  terminals  and 
their  livestock  volume  have  been  declining,  largely  with  the  relocation  of 
meatpacking  operations  away  from  large  cities  toward  the  areas  of  concentrated 
cattle  and  hog  feeding,  and  with  the  westerly  and  southwesterly  shifts  in  the 
location  of  concentrated  livestock  feeding.   Yet  terminals  still  provide  an 
important  daily  market,  particularly  for  livestock  moving  from  raising  to 
feeding  areas  and  from  grass  to  grain. 
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